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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, FEBRUARY 22, 2000
APPL| CATI ON OF

VIRA NI A GAS DI STRI BUTI ON
COVPANY CASE NO. PUE990531

For a general rate increase

FI NAL ORDER

On August 25, 1999, Virginia Gas Distribution Conpany
(“VG&C or "the Conpany") filed with the Cerk of the Comm ssion
an application for a general rate increase. In its application,
t he Conpany proposed to increase its rates to recover non-gas
revenues of approxi mately $300,000. The Conpany intends to
phase in the rate increase over a two-year period. During the
first year, the Conpany proposes to recover one-half of its non-
gas requirenent, or $150,000. The Conpany woul d phase in the
remai nder of its proposed rate increase at the start of the
second year. The Conpany al so proposed revisions to the general
terms and provisions of its tariff to reflect a purchased gas
adjustnent in its basic rate structure.

On Septenber 14, 1999, the Conm ssion entered an Order for
Notice and Hearing. |In that Order, the Conm ssion suspended the
Conpany’s proposed rate increase for a period of 150 days, or

t hrough January 22, 2000; appointed a Hearing Exam ner to hear


http://www.state.va.us/scc/contact.htm#General

the case; directed the Commssion’s Staff to investigate the
Conpany’ s application; scheduled a hearing on the application
for February 2, 2000; and established procedural dates for the
filing of pleadings, prepared testinony and exhibits, and the
publication of notice. There were no Notices of Protests,
Protests, or comments filed pursuant to that order

On January 20, 2000, the Conpany filed a Motion to
| npl enent Rates and Accept Bond. By Ruling dated January 21,
2000, the Hearing Exam ner granted the Conpany’s Mdtion and
allowed VGDC to inplenent its proposed rates subject to refund
wth interest on and after January 23, 2000. The Conpany’s bond
to secure any refunds ordered by the Comm ssion was accepted for
filing.

On January 28, 2000, Staff filed a Motion for Leave to File
Stipulation. Attached to that Mdtion was a Joint Stipulation
between Staff and the Conpany designed to resolve all issues in
this matter.

A hearing on the application was convened on February 2,
2000, before Hearing Exam ner, Mchael D. Thomas. No public
W t nesses appeared to conment on the Conpany’s proposed rate
increase or revisions to VGC s tariff. Proof of public notice
was received into the record.

On February 4, 2000, the Hearing Exam ner filed his Report.

In his Report, the Exam ner found that:



(1) The proposed rate increase as set forth in the Joint
Stipulation and Schedul e A attached thereto is reasonabl e and
shoul d be approved by the Comm ssion; and

(2) The tariff revisions set forth in the Joint
Stipul ation are reasonabl e.

By letter dated February 10, 2000, counsel for VGDC
notified the Comm ssion that it would not file any comrents to
t he Hearing Exam ner’s Report.

The Exam ner recomended that the Conm ssion enter an order
adopting the findings in his Report, approving the proposed
revenue increase, rates, and tariff revisions set forth in the
Joint Stipulation and Schedul e A attached thereto.

NOW THE COW SSI ON, upon consi deration of the record, the
Hearing Exam ner’s Report, and the applicable statutes, is of
the opinion and finds that the findings and recommendati ons of
t he Hearing Exam ner are reasonable and shoul d be adopt ed.
Accordi ngly,

| T 1S ORDERED THAT:

(1) The findings and recommendati ons of the Hearing
Exam ner's February 4, 2000, Report are accepted.

(2) The Joint Stipulation between the Conpany and Staff,
identified as Appendi x A hereto, is accepted, and is

incorporated into this Order by its attachnent.



(3) VGEC is hereby authorized to increase its gross annual
revenues by $300, 000 for service phased in over a two-year
period for service rendered on and after January 23, 2000. One-
hal f, or $150, 000, shall be recovered the first year. At the
start of the second year, the Conpany shall phase in the
remai nder of its authorized increase.

(4) On or before March 1, 2000, VGDC shall file with the
Di vision of Energy Regulation revised tariffs which are
consistent wwth the findings nmade herein, effective for service
rendered on and after January 23, 2000.

(5) The Conpany shall forthwith inplenment the Staff’s
booki ng and accounting recommendations as detailed in Appendix A
attached hereto.

(6) VGEDOC shall inplenment the rate design, cost of service
study, revenue apportionnent, and tariff revision proposals
described in Appendi x A attached hereto.

(7) There being nothing further to be done in this matter,

it is hereby dism ssed.



COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

APPL| CATI ON OF
VIRA@ NI A GAS DI STRI BUTI ON COMPANY Case No. PUE990531

For a general rate increase

JO NT STI PULATI ON

Virginia Gas Distribution Conpany ("VGDC' or the "Conpany")
and the Staff of the State Corporation Conm ssion ("Staff"), by
counsel, hereby stipulate as foll ows:

1. VGDC filed its current application on August 25, 1999,
requesting a general increase in rates designed to recover an
addi ti onal $300,000 in gross annual revenues phased in over a
two year period based on results of the test year ended
Decenber 31, 1998. The proposed rate increase is not prem sed
upon an authorized return on equity but on recovery of higher
costs related to significant system expansion. The rates were
pl aced in effect on an interimbasis for service rendered on and
after January 23, 2000.

2. The Conpany's application is supported by the prefiled
testinony of witnesses Mchael L. Edwards, Robert B. W't hrow,
Jr., Catherine M Lacy, and WlliamL. Cear, as well as
conpl eted Schedul es 1-36 as required by the Conm ssion's rules

regarding utility rate increase applications and annual



informational filings ("Rules"). It is stipulated that the
Conpany's application, prefiled testinony, and schedul es may be
accepted into the record without the w tnesses present and

W t hout cross-exam nati on.

3. On Decenber 22, 1999, Staff submtted the prefiled
testimony of witnesses Richard W Taylor, Farris M Mddox, and
John A. Stevens. Staff's prefiled testinony recommends t hat
VGC be awar ded the requested increase of $300, 000 phased in
over a period of two years (i.e., $150,000 for the current year)
based on recovery of costs rather than return on equity. It is
stipulated that the Staff's prefiled testinony may be accepted
into the record without the witnesses present and w thout cross-
exam nati on

4. For purposes of establishing the Conpany's rates in
this proceeding, it is stipulated that the Staff's
recommendati ons may be accepted as set forth in its prefiled
testinmony and as sunmarized on the attached Schedul e A

5. Based upon the foregoing stipulations, VAXC waives its
right to file rebuttal testinony.

6. No other party has appeared in this proceeding.

7. This stipulation is not severable. 1In the event that
t he Comm ssion determ nes not to accept and approve the
stipulation in its entirety, the Participants respectfully

request that the Conm ssion issue an Interim Order renmandi ng the



matter to the Hearing Exam ner and providing the Participants
the opportunity to attenpt to reach a nodified stipulation that
addresses the Comm ssion's concerns. |f no such nodified
stipulation can be reached, the Participants, or any one of them
may W thdraw their support for this stipulation and proceed with
the further hearing on any of the issues raised in this
pr oceedi ng.

VGC and the Staff respectfully submt this stipulation and
request that it be accepted by the Comm ssion.

| T 1S SO STI PULATED

THE STAFF OF THE STATE
CORPORATI ON COWM SSI ON

By:

Counse

Marta B. Curtis

Att or ney

Allison L. Held

Att or ney

O fice of General Counse
State Corporation Comm ssion
P. O Box 1197

Ri chnond, Virginia 23218
(804) 371-9671



VI RG NI A GAS DI STRI BUTI ON
COMPANY

By:

Counsel

JoAnne L. Nolte
PennSt uart
P. O. Box 617

Ri chnond, Virginia 23218-0617
(804) 819-1770



CERTI FI CATE

| hereby certify that a true copy of the foregoi ng was
mai | ed or hand delivered to the Comm ssion's Divisions of
Econom cs and Fi nance, Energy Regul ation, and Public Uility
Accounting; JoAnne L. Nolte, Esquire, PennStuart, P.O Box 617,
Ri chnond, Virginia 23218-0617; and John F. Dudl ey, Senior
Assi stant Attorney General, Division of Consumer Counsel, Ofice
of Attorney General, 900 East Main Street, R chnond, Virginia

23219.




SCHEDULE A
The Conpany accepts Staff's reconmendati ons on the
foll ow ng issues:
| . Accounti ng Reconmendat i ons

1. Use of a test period ended Decenber 31, 1998, as to
rate base, revenues, and rate base sensitive itens,
IS appropriate.

2. The Staff's accounting adjustnents are appropriate
and shoul d be adopt ed.

3. The Conpany's revenues on a Virginia jurisdictional
basis, after all adjustnents, for the test period
were $1, 027, 901.

4. The Conmpany's total operating revenue deductions on
a Virginia jurisdictional basis, after al
adj ustnents, for the test period were $884, 474.

5. The Conpany's operating incone on a Virginia
jurisdictional basis, after all adjustnents, and
adj usted operating incone, after all adjustnents,
were $143, 427 and $142, 737, respectively.

6. The Conpany on a Virginia jurisdictional basis
earned 2.28%on its rate base of $6,272,958, after
all adjustnents, and earned a —-3.58% return on

comon equity, after all adjustnents.



7. The Conpany accepts the foll ow ng booki ng and

accounti ng recomendati ons:

(i)

(i)

(iii)

The Conpany shall maintain sufficient
records to track the accounting inpact of
capitalized interest items (e.g., plant in
servi ce, accunul ated depreciation,
construction work in progress ("CWP"), and
accunul ated deferred i ncone taxes) based on
t he approved ratenmaki ng net hodol ogy.

The Conpany shall book construction projects
as CWP (or Account 107), Account 183,
Account 426.5, or Account 101, and any

rel ated accumul at ed depreci ati on consi st ent
with Staff's recommendations as detailed in
its Decenber 22, 1999, prefiled testinony.
The Conpany shall al so book office and

equi pnent in the Gundy and Lebanon offices
consistent wth the methodol ogy detailed in
t he above-referenced prefiled testinony.
The Conpany shall file the appropriate
affiliate agreenents for the allocation of
general plant to all VGC affiliates and for
the transfer of office equi pnent from VGC

to Virginia Gas Propane.



(tv) The Conpany shall file an anended affiliate
agreenent denoting the tine frame for the
settl enment of interconpany transactions and
include a provision requiring interest
paynments on overdue affiliate payable
bal ances.

(v) The Conpany shall file a depreciation study
with its next rate application or wwthin two
years of the date of the Final Order in this
proceedi ng, whichever is earlier.

(vi) Al financial reports submtted to Staff or
t he Comm ssion shall be on a Virginia
jurisdictional ratenaking basis.

(vii) The Conpany requires $300,000 in additiona
gross annual revenues.

(viii) The Conmpany shoul d i npl enent deferred gas
accounting effective with the change in base
rates to recogni ze di fferences between gas
costs incurred and recovered.

1. Cost of Capital Recommendati ons
1. It is appropriate to defer consideration of an
authorized return on equity until a future rate

pr oceedi ng.



2.1t is appropriate to use Virginia Gas Conpany's
consol i dated capital structure for VGDC based on the
Decenber 31, 1998, test period.

3.1t is appropriate to reduce the face anount of |ong-
term debt by the unanortized bal ance of issuance
costs and | osses on debt reacquired and refunded
wi th new debt.

[11. Jurisdictional Separation Study, Cost of Service
St udy, Revenue Apportionnent, Rate Design, and Tariff
Revi si on Reconmendati ons.

1. Staff's jurisdictional separation study is a
reasonabl e approach for allocating expenses, capital
costs, and revenues anong the Conpany's
jurisdictional and non-jurisdictional or
gover nnent al custoners.

2. In jurisdictional separation studies filed in future
rate proceedi ngs, the Conpany wll use Staff's
met hodol ogy for allocating the various different
expense and rate base accounts.

3. Staff's cost of service study is a reasonable
approach for separating costs anpbng custoner
cl asses.

4. The Conmpany wll file a class cost of service study

as part of its next application for an increase in



rates. In preparation for that filing, the Conpany
wi Il begin collecting and conpiling peak day demand

i nf ormati on.

. The allocation of transm ssion and di stribution

mai ns and rel ated investnments shoul d be based on
non- coi nci dent peak day.

. The Conpany's apportionnent of its revenue increase
based on the percentage of current non-gas revenues
for each customer class is appropriate in this

pr oceedi ng.

. The custoner charges for Phase | and Phase Il of the

i ncrease are as foll ows:

Phase | Phase 1|
Resi denti al $7.00 $8. 00
Conmer ci al $28. 00 $30. 00
| ndustri al $80. 00 $85. 00
Negot i at ed $175. 00 $200. 00

The remai nder of the revenue increases apportioned

to each custoner class is to be distributed to the

volunetric rate bl ocks equally over both phases of

t he increase.

. I'f the Conmm ssion approves an increase that differs
fromthe Conpany's requested increase, the final

rate design for each class should reflect the sanme

10



percentage split between custoner charges and
volunetric rates as used in the Conpany's rate
design. Final rates should be designed consi stent
with the Accounting Staff's custoner growth and
weat her normalization adjustnents if the Conm ssion
accepts such adjustnents.

. The Conpany's proposed PGA nechani sm and changes in
its tariff relative to such nmechani sm are

appropri ate.

11



